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Water: An Economic or Social Good?
(Public-Private Controversy)
Yetinayet T/Wold, Lecturer, SMUC

“Food and water are basic rights. But we pay for
food why should we not pay for water?”

“The wars of the 215t century will be about water”

Ismail Sergeldin.
(Vice President for ESSD of WB (1992-1998)

Of all the substances that arevould have been abundant evergnajor natural catastrophes resulted
necessary to life, water is by far thevhere. According to Ohlson, “If from human selfishly ill-motivated
most important, the most familiarwater resource were evenlhactions (drought, floods, landslides,
and the most wonderful one. Watedistributed over the earth’s surfacehurst dams etc), the profit logic or
is one of the principal sources ofhe total volume would cover athe consumptions needs of the
life. One can live without oil but it is globe. Unfortunately, more thanruling classes instead of investment
not possible to separate life an®7% is sea water. The remainingn basic infrastructures to improve
water on this planet. Our world is3%, if again evenly distributed, itthe water supply situatiofiack of
what water has made it. Water is thevould still cover a globe; but 2/3 isworld bodies with sufficient powers
major cause of life on the surface oiocked in ice caps andto provide a clear sense of direction
planet earth. A land devoid of wateglaciers” (1995:5). and to monitor the implication of
is devoid of life. Nearl¥ three-fourth | 4 qdition to being scarce, th&xisting convention on water
of the content of earth’s surface ang/a,[er we need for drinking and(Petrella, 2001:8688).

that of our body is SC|ent|f|_caIIy household activities has faced Most governments, non
proved to be wate_r. _Water IS th%iﬂ‘erent problems and it evengovernmental organizations,
home of V"’?St maj_orlty_ of living reached to the level of crisis. Eveintergovernmental  organizations,
tmgs.' Water in t.he. air shield us fromthough there is no clear cut answasxperts and other concerned organs
the intense radiation of _the sun by [ the cause of the crisis, some cigree on these problems  that
day and blankets us against the Chlllﬁem are mentioned by Petrella ikaused the water crisis with some
of outer space at night. Water gaviis ook The Water Manifesto. He —addition and/or subtraction. The big
man his first and SO far his greatesfantions that this is an enormousdiscourse and debate lies on the
means of developing power Such agaste in the use and managemegtiestion of what should be done?
electricity. of water; pollution/contamination h ision of
Although there is by andof surface and ground water, rapid_ .. . The provision of water to
. ) . . Individuals families and
large enough water on this planet, @and chaotic growth of pOPUIatloncommunitiés has Io,ng been
is unevenly distributed. This led to’and cities, excessive use of th%onsidered as an essential public
shortage and scarcity problem imesource due to inefficient systemsOod and  hence a  core
some areas of the world. Thef production, distribution and go ernmental  responsibilit n
shortage of water can be explainedonsumption, thoughtlessg v tri b | : ”y't f
mainly  through its unevenmultiplication of larger dams mrﬁ]nk)i/ncovvr;trgst’opggp d?ster?(bplig ds%e
distribution. The fact is, if water (currently more than 40,000 aroun(gveryo?]e at lower or subsidized

had been evenly distributed ithe world), long term effects of
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prices. Yet, despite intensive effort§orces, and competitive pricing. Fayood that is not economic is either
in the 1980s and early 1990s, morexample in the year 2000, thgith out value or has value to no one
than 1.4 billion of the then sixSecond World Water Forum gaveut only to its owner. Economic
billion, now about seven billion, special emphasis on the need ualue is the maximum a person is
people on earth still lack access toobilize the new financialwilling to pay for something they do
clean drinking water. Nearly 2.5resources to solve water problenot have and the minimum a person
billion do not have adequateand called for greater involvememhust receive to feel fully
sanitation services (WHO 2000: 1)for the private sector. This forursompensated for the loss of
This failure is one factor leadingwas held by the private think-tankomething. By definition, what a
governments, companies, NGO’sknown as World Water Counciperson is willing to pay can not be
etc to rethink their attitudes andvhich was established in 1966. Thiigher than what they are able to
approaches to water managemeftganization is better known as thgy. Recognition of water as an
worldwide. World Water Vision. The founding:conomic good means that water has

embers are Egypt's Ministry ofalue in competing uses. Managing
At one end, there are developme . ; :
P ublic Works and Water Resourcegater will be allocated across

at Sl 6 vator orcbioms and e Canadian Intemationalompeting uses in a_way that
b Pevelopment Agency and thgaximize the net benefit from that

crisis is related to the fact thaﬁzrench Transnational Watetmount of water ( 2002-7).

water is not valued as an economi&orporation Suez Lyonnaise des

good. They say that providing it ataux. Besides these, the supportin Distributing water by the

a subsi(_jizeo_l price or for_free _'norganizations are UNICEF, UNDFpﬁvate sector istnot a new_idea. For
many situations led to flnanmaIUNESCO FAO. WB. and WHoéxampIe in the T®century, in USA

burden on the society and "FWWC 2005: 1) 94% of the water was supplied by
encouraged wasteful use of water. ' o the private water companies. What
They also add that even though the Surprisingly, the  Worldmade it new and controversial now

popular political assumption say$ank has adopted a policy of wat@hen it comes to shifting the service
subsidized water makes watePrivatization and full cost watepf water supply to private sectors?
available to even the pooresPricing. It believed that makingrhese are some of the justifications:
segments of the society, thévater available at no cost, or low
perverse result is that many of th@rice, does not provide the right

poor do not have access to cledfcentive to consumers. lts _ _
water because those who havkesearch and experience indicatede The failure of the public water

access use more than they need. fp@t when water services are agencies in fuffilling the needs
order to solve this crisis, they sayeliable, the poor are willing to pay  of their people,

that people must get away from théor them, and that when services | o oyireme need and rush of
notion that water is a free good an@'e not reliable, the poor pay more . inational corporations and
realize the economic value ofor less. Fee schedules can be ., governmental
water. Their firm stand that treatedtructured so that consumers organizations to take over and

water as an economic goo_d fofeceive a limited amou_nt of water privatize fresh water,
competitive use led to the notion ofit low cost and pay a higher fee for

* The extent of the privatization
efforts,

privatization. (Wolff, 2005:2) additional water (Nexus, 2001:5).  * Moreover, most policy makers
- ) and economists started to

In addition to the experts’ idea, The water supply debate on ¢ 0ot that the private sector

some mtergovernmentdFS being an economic or social good is more efficient and effective

organizations like WB and IMFWas also supported by the debate on .\ "the  huplic sector and
and multi ntional corporations likéhe efficiency and effectiveness  of . Liioc ctarted to transfer the
Nestle and Unileaver — the world®e private sector. So, in addition t0  gecior to the private hand in
first and third largest foodlebating that water should be an jiterent forms.

corporations respectively — becang@gonomic good, concerned people )

very interested in the issues amgbate that it should also be On the other end, most public

started to force states to directly privatized. g‘rgzresélgtrf?ps'ng:]v'c ;gg:p:}?gg&sl
indirectly change their policies and What is meant by economicorganizatior{s and - individual

They even started to argue publicBtonomic good is any good Ofore efficient and  effective  if
that water should be treated assgryice that has value to more thalyeial goods (like water) are

private good, subject to corporahe person. This includes nearly a
control, financial rules, markeéoodzl including social goods?/ AUeguIated to some degree by
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governments, and in some instancesxample, the global committee forot support any policy or proposal
supplied directly by them as wellthe water contract met in Brusset®ming from the WTO or regional
They also add that water should nah 1998 said that they “ gatheremade agreements like the NAFTA
be treated as a commodity antbgether with no legitimacy ofNorth American Free Trade
remain as a social good ofepresentation than that of beirkgreement), Free Trade Area of the
fundamental right to every livingcitizens concerned by the fact thAimerican (FTAA), on water
thing on this planet. These group4.4 billion inhabitants do not havprivatization and liberalization and
are against the notion ofaccess to drinking water which we commit ourselves to fight against
privatization of fresh water orthe fundamental source ofuch agreements and proposal
treating water as an economic goodife” ( waterobservatory.org). Theyhttp://www.waterculture.org/uplods/
So they believe that water should balso declared that they are going eKyotowaterdeclarationFINAL.pJif
protected, developed, shared angrevent the unacceptable becoming Regardless of the
utilized as a common good, and thaiossible. The unacceptable for ther@ontroversy frustration over the
priority should therefore be given tds the risk of having 3 billion pe°p|efailure to }neet basic needs for
ensuring that every one should haweithout access to water by the yeafater for all people in the last
access to it. They also added th&020. century has led to a rethinking of
the private  sector _does not have In addition to this there wasnational and international water
more inherent efficiency than thea declaration that asked the changeiorities and polices. And states
public sector performance .dependgf attitude of those organizationsand different organizations started
on effe_ctlve staffmg., planning andlike the World Bank towards treating water as an economic good
managing. = According o thes“jarivatiza’(on of fresh water in theand privatizing the system. So
groups for the water crisis the third world water forum in March beyond the doubts and debates,
blame the b_ad governance ratheiOOS. This declaration was mad&vater started to be privatized
than the public sector. by the group of people who callpartially or completely based on the
themselves “indigenous people’assumption that the private sector is
and they set 39 points with regardobviously” more efficient than the
Even though, there is no single and to  the relationship to water,public sector. For many countries
universally accepted definition of congitions of water, right to waterand institutions (such as IMF and
social goods and services, the 4 seif determination, etc... WB), achieving private sector

widely used definition is that socia L operation is an objective in itself,
goods are those that are significant Two of their points are as .
and has always desirable results.

“spillover” benefits or costs|follows:
(Gleick, 2002:5). Wide spread
availability of clean and affordable ’ )
water is a social good under thisBank, the IMF, regional banks like
definition because such availability the Asian Development Bank,. = "¢ o most important issues
improves both individual and sojAfrican Development Bank, Interand concerns about water. Due to

cial well-being American Developr_nent Bank, tothe fact that water has vital social,
stop the imposition of water

. o . . cultural and ecological roles to play,
Resistance to the new tremativatization or “full cost recovery it couldnt be protected by purely

in water supply continued strongls a condition for new l0ans and et forces. And trading water as
Many of the proponents of water agnewal of loans of developing, -ommodity is difficult because of
a social good are public interesto untries. (http:// e nawre and importance of water
organizations like Sierra Club, theww..waterculter.org/uplodes/jisait This phenomenon was the
Jubilee 2000 Club, the Bleu Plan&KyotowaterdeclarationFINAL.pdf) icsye of concern for these

This certainty of the
We demand that the VVorldinstitutions on the private sector was

only one sided. It failed to address

Projects, the Global Committee for The other declaration goesnstitutions. But these facts of water
the Wate(; Qog_tr%ct Iandthdlzferelﬁn like the following: started to have some repercussions
concerned Individuals that ca . on the process of privatization. For
themselves as ‘Concerned We ask the European Unlonexample, British under Prime

Citizens’ ( Gleick,2002:7). ThdO SI,tOF_J Cpampioni_ng _thheMinister Margaret Thatcher sold
common share of belief of thediberalization of water services in t &iate owned water operations to
groups is that the failure of meetirfg€neral - Agreement on SerV'C(?orivate investors. Some of those
the basic needs in providing saf$ATS) of the World Trade ivatized '

SIC P g s L O) This i newly privatized companies have
and drinking water to 1.4 billiorfPrganization (WTQ). This is noty . o™ inational players in
people is going to increase if tHegPNsistent ,W'thl. the .Eg.mpeag)rivatization market. Since the
current trend in the privatization dgommission's policy on indigenou privatizationof water - services in

fresh water continues like this. Fé€oples and development. We wil
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Britain during the Thatcherpermits together rainwater on theilecided that it does not matter so
government, prices skyrocketed uproperty.” On 10 April 2000,much whether infrastructures are in
to 450%, on average, an increase bundreds of thousands marched gablic or private hands. The World
67%. Thousands of people, unabl€ochabamba in an antiBank paper in 2005 has summarized
to pay their bill, made their watergovernment protest. During théhe econometric evidence on water
service stopped. As a resultprotest, the Bolivian army killecefficiency as, ‘probably the most
dysentery increased six foldmany people, injured hundreds, amdportant lesson is that the
leading the British medicalarrested several local activists aedonometric evidence on the
association to condemnleaders. The water supply to thelevance of ownership suggests that
privatization of water because otity was cut off by the governmenin general, there is no statistically
health risks. There was an instanddut in late April 2000 thesignificant scores between public

even when the water compangovernment backed down, ordereshd private
began billing rural resident whoBechtel out of Bolivia, and revokeg@roviders’(Hall,2005:15).
was getting the service from a wellits water privatization legislation So different  research

The company argued that the rai(Gleick, 2002:32).

) X ) endeavors conclude that a ‘change
faling on the resident's property

. ; Meanwhile, different of ownership from public to private
was making its way into the Sto”gésearch works have started to come not necessarily a cure for an
dra_lnage system and therefore ¢ it regarding the efficiency andunder performing organization.’
resident should pay fee (NeXUgtocfiveness of the private sectoPerformance of efficiency and

2001:9). In Bolivia in 1998 the(han the public one. The assumptioaffectiveness does not depend on

World_ I_3ank refused to guarantegy; e private sector is much moreshether the organization is public
25. million - US dollars I_oan Wefficient and effective than theor private. Based on this
refinance water _Sgr’wces. IBublic sector is just the pretext thatnderstanding, in the last few
Cochabamba, Bolivia's  thirdgy e \MNCs with the help of WByears, growth of privatization of
largest city, unless the government i \MF used to get their hand oifresh water has slowed down or at

;ﬁl\?a,fge;gé?grc ;Vr?;erpziitee‘;n é?] tt ﬁéa water sector of states. least changed course as some high
. After oisonin oor profile  contracts have beer_1
costs to consumers. Only one bid p g p anceled (e.g., the water contract in

was considered, and the utility w&ountries” system and leading the N
turned over to subsidiary of & to the ‘mouth of lions’, the tanta ) and multinational
gorporation have sold some of the

conglomerate led by Bechtel- thRssumption that private sector i :
giant engineering Compan?ﬁ:iCient and effective than theassets they preVIOUSly prChased

implicated in the infamous ThreBublic sector started to be provel?! t.he water business - (Wolff,

Gorges Dam in China, which hagherwise by those institutionszoos'gl)'

caused the forced relocation of 1v#hich had been number one In Ethiopia, on contrary to

million people. “In January 199gsupporter of the issue. Surprisinglythe experience of the rest of the
before it had even hung up it§e IMF made the clearest assertioworld, the government believes that
shingle, the company announcéggt the evidence they have gatherete private sector is inefficient and
the doubling of water prices. Fg#foes not support a generaheffective than the public sector.

most Bolivian's this meant tha@&Ssumption of superior private sectdeven though this attitude is proven
water would now cost more thag@fficiency. They even stated that “itwrong by many researchers,
food, for those on a minimum wagean not be taken for granted that thEthiopia  has suitable legislation,
or unemployed, water billPrivate sectors are more efficienthere are interested private
suddenly accounted for close than  public  investment andinvestors, there is a master plan that
half their monthly budgets. Th&overnment supply of designs the participation of the
World Bank granted monopolies tpervices” (Hall, 2005:5). Thisprivate sector and mainly there is
private water concessionaire§eclaration by the IMF followed abundant water that could even be
announced its support for full-co§@arlier statements from the Worldsold outside the country. This

water pricing, pegged the cost 8@nk stating a neutral position orshows that Ethiopia is somehow
water to the US dollar, an®ublic or private operators. In Julyopening the door to privatization of

declared that none of its loan couk$03, one of the World Bankfresh water. Transferring the

be used to subsidize the poor fefficials for the reappraisal of theirsectorto the unsettled, unrealistic
water services. All water, eveRolicies on privatization said that:;and much challenged privatization
from community wells, requiredThere is currently a lot of soulmight create other complicated and
permits to access, and peasants &8@rching going on’ and after twdrreversible problems.  Even if

small farmers even had to bwears the World Bank official Ethiopia transfers the sector to the
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private sector, it should not be based University of Greenwich,

on the IMF/WB preaching whichPRE

advocates that the private sector is Ethiopia, August 1995.

much more efficient and effectiveDRE MoWR. .( 2003). National W%ter

than the public one. It is impossible Fﬁjfnﬁgwork_ Environmental

to say that institutions are efficient

The Constitution of The

NOVEMBER, 2011

Ohlsson, Lief(ed) .(1995)Hydropolitics:

Conflicts over Water as a Development

Federal Democratic Republic of . Constralnt..London, Zed  Book,
Petrella, Riccardo.(200The Water
Manifesto: Arguments for a World
and " Sanitation  Master Contract. London..Zed Bpoks,
~ Wolf, Gary and Eric_ Hallstein .(2005).
Support Project Beyon Privatization: ~ Restructuring

Component 3.

or effective because they are public 2005.volume I.

or privately owned. Efficiency antDRE MoWR.
effectiveness are in the main related
to various variable such as good

governance/management,
and integrity of personality.
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Development Scenarios Water System to Improve Performance.

Water
Third world water forum,
2003(p://

“Vengeance is a
fire; the more it de-
vours, the hungrier
it becomes.”

John Maxwell Coetsee
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